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China's Growth Enterprise Market (CGEM) has been developing rapidly since its 
opening in October 2009. At the same time, an Executives Demission Tide is going 
hand in hand with the expansion of CGEM. After conquering lots of difficulties and 
achieving great success, a flood of founder executives who are in the height of career 
have chose to give up their positions. In this regard, a lot of experts point out that the 
main purpose of executives demission is to selling stocks and cashing out as soon as 
possible. They also declare that the great demission will have negative effect on the 
performance of companies, the benefit of stockholders as well as the development of 
capital market. 
  Executive Demission Tide refers to the phenomenon that abundance of founder 
executives quit their job as soon as their companies have been successfully listed. 
Executive Demission Tide is a kind of special phenomenon under the special policy 
system of China capital market and it is different from the executive turnover which 
has been analyzed by other scholars. As a result, to analyze this phenomenon is 
meaningful and valuable. Due to there is no related research by foreign scholars to be 
referred, the research on Executive Demission Tide by domestic scholars is still on the 
initial stage. In order to make progress in this field, Empirical method is used in this 
paper to find out the influence factors of founder executives’ turnover in the initial 
listed companies and find out the negative impact on the performance of companies 
which caused by the demission. 
  This paper is divided into four chapters. The first chapter includes a comprehensive 
explanation of the background, meaning and object of study and an overview of the 
contents of the paper. In the second chapter, literature review, the existing research 
about executive turnover has been sorted out and concluded. The third chapter is the 
Empirical research which is divided into two sections. In the first section, I select 
5990 executive samples from the initial listed companies of Medium and Small 















and use Logistic Model to discover the influence factors of executive demission. In 
the second section, I select 312 company samples from initial listed companies of 
SEM and GEM during 2006-2009, use OLS Model to find out whether the demission 
will do harm to the operating performance of the companies. The operating 
performance is measured by four dimensions which are profitability, growth 
capability, operating capability and cash-creating capability. And then I select 320 
executive demission events from initial listed companies of SEM and GEM during 
2006-2009, use Event Study Method to find out whether the demission will damage 
shareholders’ wealth. 
  In the first empirical section, I find that the relation between the market value of 
stocks held by executive and the probability of executive demission turn to be an 
inverted U-shape curve. The compensation of executive has a positive effect on the 
probability of executive demission. The performance of the company has no 
significant effect on the probability of demission. In the second empirical section, I 
find that if executive demission happened in an initial listed company, the company 
will have a decline on profitability and the growth capability in future. It is proved 
that executive demission really do harm to the performance of a company. I also find 
that the executive demission caused negative market reaction and damaged 
shareholders’ value. According to the research conclusion, I give some policy 
suggestions which are regulating the behavior of stock selling, promoting the virtual 
stock incentive plan and enhancing the IPO pricing capability. 
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